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PILLAR 3 DISCLOSURES 

INTRODUCTION 

Argentex LLP (‘Argentex’ or ‘the Firm’) is a UK based Foreign Exchange broker based in 
London, with the primary purpose of providing commercial foreign currency exchange 
services (Spot, Forward and FX Options). In providing foreign exchange services, Argentex 
LLP remits money under the Payment Services Directive encapsulated within its E-Money 
permissions.  

Argentex is classified as an IFPRU €125k limited licence investment firm and, as such, is 

required to comply with the three “Pillars” of the Capital Requirements Directive.  

These are: 

• Pillar 1, which sets out the minimum capital requirements for the firm to meet its basic 

regulatory obligations; 

• Pillar 2, which requires the firm to undertake an Internal Capital Adequacy Assessment 

Process (‘ICAAP’) and consider the requirement to hold additional capital against risks 

not covered in Pillar 1. In the UK, this is implemented by the FCA through the 

Supervisory Review and Evaluation Process (‘SREP’); 

• Pillar 3 requires a firm to disclose specific information concerning its risk management 

policies and procedures as well as the firm’s regulatory capital position. 

The purpose of this document is to meet our obligation in respect of Pillar 3. The following 

disclosures are provided in accordance with the Pillar 3 disclosure rules as set out in Part Eight 

of the European Capital Requirements Regulation (“CRR”). 

DISCLOSURE POLICY 

Argentex makes Pillar 3 disclosures on at least an annual basis, as soon as practicable following 

the completion of the Firm’s annual report and financial statements. The disclosures will be 

published on the Argentex website www.argentex.com  

The disclosure requirements of the CRR apply to Argentex on a solo basis, the Firm is not part 

of a consolidated group for consolidated supervision purposes. 

Disclosure requirements are assessed to reflect the risk profile of the firm. Where information 

has been deemed to be immaterial, confidential or proprietary in nature, the Firm has taken 

advantage of Article 432 of the CRR where a firm may omit one or more of the required 

disclosures on these grounds. 

RISK MANAGEMENT 

The Executive Committee’s approach to risk management is to ensure that all material risks 

are defined, understood and effectively managed through controls and other risk mitigation 

techniques. 

Risk Management is the process of identifying the principal risks to the Firm achieving its 

strategic objectives, establishing appropriate controls to manage those risks and ensuring that 

appropriate monitoring and reporting systems are in place to ensure that controls remain 

robust and evolve with the changing risk profile of the Firm. 

The Executive Committee has overall responsibility for the business. It agrees the Firm’s 

strategy and approves risk appetite; policies and procedures; and any delegation of functions 

internally or externally. The Executive Committee also monitors the risk management profile, 

capital and liquidity positions. 

http://www.argentex.com/


First line of defence 

The operations function, under the COO, encapsulates business operations, compliance, 

settlement and treasury, and is responsible for establishing an effective control framework for 

their activities. This includes the identification and management of all risks to ensure 

individual business lines are operating within Argentex’s pre-established risk appetite 

standards. Further, the operations function devises and manages appropriate Key Risk 

Indicators (“KRIs”) and Management Information (“MI”). 

The first line of defence also includes training of all Argentex’s staff. Particular focus is placed 

on customer outcomes, regulatory requirements, and the company’s key Risk Management 

processes and tools. 

Finally, outsourced providers contribute to certain areas of first-line defence (e.g., suspicious 

transaction monitoring) with appropriate oversight by Argentex staff. 

Second line of defence 

The second line of defence comprises those functions responsible for independent risk 

management and compliance oversight. The Compliance Function (“Compliance”) is the 

responsibility of the Head of Compliance who reports to the Chief Executive Officer and 

Executive Committee. Compliance is responsible for proposing to the Executive Committee 

appropriate objectives and measures to define the Firm’s risk appetite. Further, Compliance 

undertakes responsibility for constructing and regularly updating our full suite of policies and 

procedures. Finally, Compliance independently monitors the risk profile of the company and 

individual business lines. 

Compliance has responsibility for ensuring that Argentex complies with all its legal and 

regulatory obligations and its own internal procedures. It defines and communicates to the 

business areas of zero tolerance (e.g., internal fraud and market abuse). 

KEY RISKS 

Argentex has identified a number of key risks facing the Firm. These can be organised under 

four categories of risk: operational; credit; liquidity; and market. The following sub-section 

discuss these risks and our corresponding mitigating measures in more detail.  

Operational Risk  

Operational Risk is the risk of direct or indirect loss resulting from inadequate or failed 

internal processes, people and systems or from external events. This includes: systems risks; 

data risks (including cyber-attack); regulatory risks; outsourcing risks; and staff risks. This 

risk is pertinent to our operations, which are based on our bespoke back office and CRM 

application (cloud hosted). 

Argentex will mitigate operational risks by establishing a clear controls framework with 

supporting policies, procedures and business continuity planning. Where the firm is unable to 

wholly mitigate a risk (for example cyber threats) it has taken out extensive insurance to cover 

any consequential losses and ensure that the firm is able to continue in operation with little to 

no financial detriment to itself or its clients. Finally, we have chosen only well-respected 

partners for outsourced functions based on the firm’s outsourcing and due diligence policies. 

 

 

 



Credit Risk 

Credit risk reflects the risk that the firm is unable to realise the cash value of its assets or has 

to pay out an off-balance sheet liability. Credit risk is mitigated through trading with multiple 

counterparties to reduce exposure to any single counterparty, credit limits agreed on a client-

by-client basis combined with regular monitoring and review of our clients and counterparties. 

Liquidity Risk  

Liquidity risk is the risk that the Firm has insufficient cash resources to meets its obligations 

or can only do so at an unsustainable cost (e.g., through high-interest loans). The Executive 

Committee has taken a very conservative approach to liquidity/funding risk, and the firm’s 

investment backing, Pacific Investments, has provisioned a short term liquidity facility for the 

firm should the need arise.   

It will also review and approve the liquidity risk management framework, policy and delegates 

to the CEO the day to day responsibility for complying with the framework. This in turn is 

delegated to the COO who reports to the CEO. Argentex will manage its liquidity in accordance 

with the FCA’s approach in IFPRU 7. Under this approach, the FCA sets a liquidity 

requirement based upon largest the cumulative net cash out flows over a period of thirty days. 

IFPRU investment firms are required to hold a liquid asset buffer, which Argentex will hold in 

cash, to meet this requirement.  

Market Risk  

Market Risk is the risk that the value of the Firm’s income, liabilities, assets or costs might 

vary due to changes in the value of financial market prices. As the Firm acts in a 

matched/riskless principal capacity, market risk is naturally hedged and therefore limited to 

the Firm’s own funds in foreign currency. These currency amounts are regularly reviewed to 

ensure no unnecessary FX exposures are held. The firm holds no other exposures which bear 

market risks.  

CAPITAL RESOURCES 

The Firm’s policy is to remain well capitalised and soundly financed. Argentex will maintain a 

strong capital base to support the development of the business and to ensure regulatory capital 

requirements are met at all times. 

The calculation is based on the balance sheet of the Firm accordance with article 437 (CRR). 

 

 31 March 2019 
 £’000 
Tier one capital  

Eligible LLP capital 4,667 
Deductions  

Intangible assets & prudential filters (1,784) 
  
 
Own Funds 

 
2,882 

 

 

 

 



CAPITAL REQUIREMENTS 

Argentex is required to satisfy minimum own funds requirements as follows: 

a) a Common Equity Tier 1 ratio in excess of 4.5% 

b) a Tier 1 capital ratio in excess of 6% 

c) a total capital ratio in excess of 8% 

As a limited license firm, Argentex’s own funds requirements are based on the higher of: 

• The base capital requirement (€125,000); 

• The fixed overhead requirement; or  

• The total of the firm’s credit risk capital requirement (Title II) and market risk capital 

requirement (Title IV).  

 

 Risk weighted assets  Capital requirement 
 31 March 2018  31 March 2018 
 £’000  £’000 
Credit risk 3,836  307 
Counterparty credit risk 19,286  1,542 
Market risk 7,435  594 
    
 22,786  2,444 
    

    
Total Pillar 1 Capital Requirement   2,444 
Total capital ratio   9.43% 
    

 

RISK EXPOSURES 

Market Risk 

Market risk for the Firm arises in the form of Foreign Exchange risk, from fluctuations in 

values of or income from assets in foreign currencies. The firm is not exposed to any other sub-

categories of market risk. 

Foreign exchange risk has been calculated as 8% of the overall net FX exposure. GBP is our 

base currency. As a matched principal FX broker, FX risk within the firm’s trading is limited 

to profits arising from foreign currency, and any collateral balances held with institutional 

counterparties in foreign currency. As such, despite the large notional values of the firm’s 

derivative positions, FX exposure is limited.  

Foreign exchange risk is calculated in accordance with article 352 of the CRR. 

Credit Risk 

The Credit Risk Capital Requirement is the sum of: 

• Credit risk capital component; and 

• Counterparty risk capital component. 

We use the most straightforward method of calculating credit risk, the standardised approach 

to credit risk.  This means that our credit risk capital component is calculated as 8% of the 

firm’s total risk-weighted exposures.  The exposures which count for this purpose are those 



which are in the firm’s non-trading book and have not been deducted from its capital 

resources.   

As a limited licence firm, we are not required to calculate any large exposures capital 

component. 

Credit risk exposure by exposure class 

 
Exposure class 

Risk weighted 
exposure 
£’000 

Capital 
requirements 

£’000 

Exposure 
geographic 

location 
Institutions 3,303 264 Europe 
Other 532 43 Europe 

 

External credit Assessment Institution 

Argentex uses the ratings of Standard & Poor and Moody’s to assess the credit quality of its 

exposures classes. The tables below show the breakdown of exposure class and risk weighted 

values after applying the risk weightings by categorisation in each credit quality step. 

 
Exposure class 

Credit 
Step 

Risk 
Weighting 

Risk Weighted 
Exposure 
£’000 

Credit risk Capital 
Requirement 

£’000 
Institutions 2 20% 3,053 244 
Institutions Unrated 20% 250 20 
Other Unrated 100% 532 43 

 

Counterparty credit risk 

Counterparty credit risk is defined as the risk that the counterparty to a transaction could 

default before the final settlement of the transaction’s cash flows.  

Argentex applies the mark-to-market method in accordance with Article 274 of the CRR for 

calculating the exposure value for the purposes of measuring counterparty credit risk. For the 

year ended 31 March 2018, the counterparty credit risk requirement for the Firm was £1,116k.  

Operational risk 

Operational risk is the inherent risk of material loss or other adverse impact resulting from 

inadequate internal processes, people or systems or from external events. As a limited license 

firm, Argentex uses the Fixed Overhead Requirement to assess its operational risk.  

INTERNAL CAPITAL ADEQUACY ASSESSMENT PROCESS (‘ICAAP’) 

The Firm’s latest ICAAP assessment demonstrates that the Firm’s internal assessment of risk 

under Pillar 2 is comfortably covered by the Tier One Capital held by the firm. 

 

 

 

 

 

 



REMUNERATION 

The following disclosures are made under article 450 of the CRR. Argentex is a Proportionality 

Tier 3 firm as determined by the FCA’s published guidance on Remuneration Code 

proportionality. The Executive Committee has the ultimate responsibility for the 

implementation of the firm’s remuneration policy. 

Argentex’s remuneration plan is composed of base salary (fixed remuneration), commissions 

and bonuses (both variable remuneration). 

Annual discretionary bonuses are awarded based on the firm’s financial performance, and 

commissions awarded based on the relevant person or team’s performance (if applicable). An 

individual’s financial and non-financial performance, including an evaluation of the 

individual’s compliance with the firm’s policies and procedures are factored in when 

determining overall remuneration. Eligible individuals receive varying levels of participation 

in the profits they generate for the firm, subject to deferrals. The majority of the LLP’s partners 

receive remuneration solely in the form of partnership profits with no fixed or guaranteed 

remuneration.  

 

 Senior Management 
£’000 

 Other code staff 
£’000 

    
Total remuneration 5,086  2,378 
    

 

Total remuneration represents salary, discretionary bonus awards, formula bonus awards, 

employer pension contributions, commission awards and amounts allocated under the terms 

of the LLP deed. 


